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The International Bank for Reconstruction and Devel- 
opment announced on December 19 a loan of $31.5 
million for a major expansion of iron and steel produc- 
tion in India. The borrower is the Indian Iron and Steel 
Company, Ltd. (IISCO), a privately owned Indian com- 
pany whose works are situated in West Bengal. The 
loan is for 15 years, and is guaranteed by the Govern- 
ment of India. 

The loan will help the company carry out a five-year 
project for increasing its blast-furnace capacity from 
640,000 tons to 1,400,000 tons of iron a year, and for 
raising finished steel capacity from 350,000 to 700,000 
tons annually. When completed, the company’s program 
will double the quantity of foundry iron now available 
from domestic sources in India, and will increase the 
country’s present output of finished steel by about one 
third. 

The loan grows out of recommendations made by an 
International Bank mission, which concluded that the 
Bank could most quickly help India achieve important 
gains in production by helping to finance new facilities 
at the works of IISCO and of the Steel Corporation of 
Bengal, Ltd. (SCOB). The two companies, SCOB and 
IISCO, were to be merged as of January 1, 1953, under 
legislation introduced in the current session of the 
Indian Parliament. The assets and liabilities of SCOB 
were to be transferred to IISCO, and SCOB will cease 
to exist. The plants of the two companies are under the 
same management and their works at Burnpur already 
are physically integrated. 

The program for which the Bank’s loan is being used 
consists of the expansion of the integrated facilities at 
Burnpur, the modernization of IISCO’s iron plant at 
Kulti, a few miles from Burnpur, and the expansion 
and mechanization of IISCO’s operations at its iron 


Increasing defense expenditures, the maintenance of 
demand for fixed investment, and the current satisfactory 
inventory position of business indicate a strong proba- 
bility that 1953 will be another year of record U.S. 
economic activity. It is expected that in 1954 defense 
expenditures will be maintained at 1953 levels, while 
plant and equipment outlays will fall about 10 per cent. 
The business outlook after 1953 may be tempered by a 
decline in new defense orders as well as by the likelihood 
of a reduction in defense-supporting inventories and by 
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mines at Gua. The total cost of the program is estimated 
at approximately $73.5 million; more than half will be 
met out of IISCO’s revenues and by loans and advances 
from the Indian Government. The Bank’s loan will be 


used to pay for imported equipment and services. 


In addition to having the Indian Government’s guar- 
antee, the loan will be secured by a first fixed mortgage 
on IISCO’s immovable property and by a first charge 
on the remainder of its assets; these are to rank equally 
with IISCO’s existing First Mortgage Debentures. IISCO’s 
First Mortgage Debentures, outstanding in the approxi- 
mate amount of £1,100,000, are for the most part held 
by private investors in the United Kingdom and, in re- 
turn for certain concessions from IISCO, the holders 
have agreed to the Bank’s security ranking equally with 
theirs. The Indian Government, which holds the greater 
part of the other secured obligations of IISCO, has 
agreed to subordinate its security to that of the Bank. 


This loan is the first the Bank has made directly to 
a manufacturer. The interest rate is 434 per cent in- 
cluding the 1 per cent commission which, in accordance 
with the Bank’s Articles of Agreement, is allocated to 
a special reserve. Amortization payments will begin on 
April 15, 1959, and are calculated to pay off the loan on 
October 15, 1967. 

This is the Bank’s fourth loan in India. The others 
are $31.2 million for the rehabilitation of the Indian 
Railways, $18.5 million for the development of power 
and irrigation in the Damodar Valley, and $7.5 million 
for land clearance in central India. The first project has 
been completed; the others are still being carried out. 
Source: International Bank for Reconstruction and Devel- 

opment, Press Release, Washington, D. C., De- 
cember 19, 1952. 





the possibility of some weakening in demand for resi- 
dential construction and consumers’ durable goods. A 
serious test of the strength of the economy might arise 
with the projected decline in defense spending in 1955, 
particularly since the reduction would be almost entirely 
in government purchases from the durable goods and 
construction industries, which may also be experiencing 
slackening demand in the private investment field. Thus, 
private markets will have to expand considerably if a 
high level of business activity is to be maintained in 
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1955. These are the major conclusions of a recent De- 
partment of Commerce report entitled Markets After the 
Defense Expansion. 

The report examines a number of favorable aspects 
of the economy which bear upon a possible future down- 
turn in business activity. Government concern with busi- 
ness fluctuations assures that any pronounced downturn 
would be met by vigorous efforts to combat it. A decline 
in production today, in contrast to earlier periods of 
depression, would not affect disposable personal income 
commensurately. Contracyclical income flows, such as 
unemployment insurance and public assistance payments, 
would help to maintain incomes; and veterans’ pensions 
and insurance premium payments also would help. Total 
transfer payments and government interest amounted to 
$18 billion in 1952, or close to 7 per cent of personal 
income. Declines in farm prices and incomes would be 
moderated by the farm price support program. The 
financial position of business, banks, and individuals is 
much more favorable today than in any earlier period. 
Interest payments by business, for example, now consti- 
tute only about 8 per cent of earnings, compared with 
12 per cent in 1941 and over 30 per cent in the 1920's. 
More than 50 per cent of bank deposits are fully insured. 
Consumers hold large sums of liquid assets, the most 
noteworthy being $50 billion in U.S. savings bonds. 

One of the most favorable aspects which will mitigate 
any downturn is the factor of growth. New products 
have been introduced in rapid succession in recent years; 
so many of them are in such early stages of development 
that their future growth will contribute greatly to busi- 
ness activity in the next few years. These products pro- 
vide opportunities for new entries into the business popu- 
lation, in both the production and distribution sectors. 
The value of output of fast-growing industries (those 
with an average annual increase of more than 744 per 
cent in the past decade) was $40 billion in 1951—about 
12 per cent of the gross national product in that year. 
The continuance of a high rate of population growth 
implies continued expansion in total demand, as pressures 
will be exerted to create opportunities to fill the needs 
of a larger population.. The favorable effect of high 
and rising productivity upon costs, and thus upon prices, 
also works in the direction of maintaining prosperity. 
Productivity per man-hour has been exceptionally high 
in the postwar period, averaging more than 3 per cent 
annually through 1951. Although this unusually high 
rate probably will not be maintained, it is likely to 
exceed the historical rate of about 2 per cent a year. 

The report states that the backlog demand for new 
houses will probably be dissipated in another year, and 
that new construction will decline from the current vol- 
ume of 1.1 million units annually toward the net rate 
of new household formation of about 750,000. Pur- 


chases of major consumers’ durable goods will respond 
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to changes in income as well as to developments in new 
housing construction. Any decline in total sales of these 
goods resulting from a fall in construction would be 
partially offset by high-level sales of new products, such 
as television sets and air conditioners. Technological 
advance in these new products may lead to rapid obso- 
lescence, and thus greatly bolster demand. Although 
backlog demand for automobiles has now been substan- 
tially satisfied, there is still a considerably larger number 
of over-age cars than before the war, and prospects are 
for the maintenance of a record demand at least through 
1953. 

Source: Department of Commerce, Markets After the 

Defense Expansion, Washington, D. C., 1952. 

International Materials Conference 

The Copper-Zinc-Lead Committee of the International 
Materials Conference announced on December 16 that 
its proposal for the allocation of copper for the first 
quarter of 1953 had been accepted by member govern- 
ments, subject to a review of the supply-demand situa- 
tion at the end of January to ascertain whether alloca- 
tions need be continued for the remainder of the quarter. 
The arrangement is to be continued whereby domestic 
users in the United States and in other countries will 
have the opportunity to purchase any allocated copper 
not used by the countries to which the allocation has 
been made. 

The recommended distribution of molybdenum and 
of primary nickel and oxides for the first quarter of 
1953 was announced on December 18, and of crude 
sulphur on December 22. In each case approval was 
also given to an arrangement in favor of domestic users 
in the United States and other countries, similar 
to that accepted for copper. The international distribu- 
tion of tungsten was discontinued after December 31, 
1952. 

Sources: International Materials Conference, Press Re- 
leases Nos. 83-87, Washington, D. C., December 
16, 18, and 22, 1952. 


Europe 

U.K. Interest Payments on Dollar Loans 

The U.K. Treasury announced on December 23 that 
the United Kingdom would make, on December 31, the 
second annual payments of interest and principal due 
on the U.S. and Canadian lines of credit and on lend- 
lease settlement with the United States. Payments total- 
ing £63.1 million were to be distributed as follows: U.S. 
line of credit, £42.6 million, U.S. lend-lease settlement, 
£6.6 million, and Canadian line of credit, £13.9 million. 

At the end of 1945 the United States had granted a 
credit of $3,750 million to the United Kingdom, all of 
which was utilized. In addition, it had made available 
$650 million to cover goods still being supplied under 
lend-lease when hostilities ended; some $50 million of 


conti 
prod 
good 
are si 
Detai 
expol 
less 1 
vemh 
abro: 
Octo! 
curre 
main 
ber, 
ever, 
and 
Nove 
of m 
chan 
the | 
steel 
than 
Nove 
that | 
Th 
Wool 
Octo! 
than 
at th 
lion | 
Sour 


Disco 
TI 
rates 
bills 
visae 
inste 
at ba 
and 


4% 





INTERNATIONAL FinanciaL News Survey, January 9, 1953 


this was not drawn, however. In the same year, Canada 
opened a credit of Can$1,250 million in favor of the 
United Kingdom, but actual drawings were $65 million 
short of this figure. 

Arrangements with both countries provided for re- 
payment, beginning December 31, 1951, in 50 annual 
installments representing interest at the rate of 2 per cent 
on capital outstanding, together with repayment of capi- 
tal borrowed. 

Source: The Financial Times, London, England, Decem- 
ber 24, 1952. 


U.K. Exports 

The dominant feature of U.K. export trade since mid- 
summer is that, while textiles and consumers’ goods have 
continued their slow recovery, shipments of engineering 
products (e.g., machinery, vehicles, cutlery, and electrical 
goods) have not regained the second quarter level and 
are substantially below the peak levels of the first quarter. 
Detailed figures for November show that the value of 
exports of vehicles fell to £36.6 million, some £3 million 
less than in October, and £13 million less than in No- 
vember 1951; and that the number of cars shipped 
abroad dropped to 19,219 compared with 20,545 in 
October and 31,521 in November 1951. This fall oc- 
curred although exports to the United States were well 
maintained; the U.S. market took 3,532 cars in Novem- 
ber, compared with 964 a year earlier. Canada, how- 
ever, imported fewer British cars than in the summer, 
and shipments to Australia amounted to only 430 in 
November, against 10,025 in November 1951. Exports 
of machinery in November, at £35 million, were little 
changed from the October rate and only slightly below 
the level of the second quarter. Exports of iron and 
steel manufactures in October and November were higher 
than in the second quarter; the value of such exports in 
November 1952, at £18.5 million, was £4.4 million above 
that of November 1951. 

The recovery in textile exports continues to be slow. 
Wool exports in November were unchanged from the 
October total of £11 million and were £2 million less 
than in November 1951. Cotton exports were also steady 
at the October figure of £11 million, but were £7.5 mil- 
lion below exports a year earlier. 

Source: The Economist, London, England, December 27, 
1952. 


Discount Rates of Belgian National Bank 

The National Bank of Belgium reduced its discount 
rates by 14 per cent, as of December 18. For accepted 
bills payable at banks, warrants, and bank acceptances 
visaed by the National Bank, the new rate is 3 per cent, 
instead of 344 per cent; for accepted bills not payable 
at banks, the rate is 344 per cent, instead of 334 per cent; 
and for bills not accepted, it is 44% per cent, instead of 
434 per cent. The discount rate for promissory notes 


207 


and the rates charged on loans and advances remain 
unchanged. 
Source: Agence Economique et Financiére, Brussels, 


Belgium, December 18, 1952. 


Further Increase in Netherlands Gold Holdings 

Gold holdings of the Netherlands Bank, which had 
increased by 194 million guilders between November 10 
and November 24, rose by an additional 602 million 
guilders in the next four weeks, so that on December 22 
they amounted to 2,037 million guilders (US$536 mil- 
lion). At mid-November, an official statement of the 
Netherlands Bank ascribed the rise in gold holdings 
“mainly to the conversion of convertible exchange hold- 
ings into gold”. More recently, press reports have sug- 
gested that Indonesia had used up part of its gold hold- 
ings to settle its payments balance with the Netherlands. 
In these reports it was pointed out that for some time 
the increase in the Netherlands Bank’s gold holdings was 
parallel to a decrease in holdings of the Bank of Java. 

The Netherlands Bank’s net foreign exchange holdings 
(excluding gold and including payments agreements’ 
balances) amounted to 1,648 million guilders on De- 
cember 22, compared with 2,312 million guilders on 
November 10. (See also this News Survey, Vol. V, 
p. 191.) 
Sources: Het Financieele Dagblad, Amsterdam, Nether- 

lands, November 20, 1952; De Maasbode, Rot- 
terdam, Netherlands, December 20 and 24, 1952. 


Netherlands Balance of Payments Surplus 


The Netherlands Minister of Economic Affairs has 
stated that the Netherlands balance of payments surplus 
for 1952 is estimated at around 2 billion guilders, and 
that the 1953 surplus is not expected to be so high. The 
Minister expressed the opinion that the solution to the 
dollar problem might be found by putting forth a great 
effort in promoting dollar exports, raising productivity, 
pushing a strong industrialization policy, and promoting 
European unification, including Benelux. 

In the 12 months December 1951-November 1952, 
about 94 per cent of total imports (8,511 million guilders, 
c.i.f.) was covered by exports (8,026 million guilders, 
f.0.b.). While this percentage has deteriorated somewhat 
in recent months, it is still much higher than in the cal- 
endar years 1950 and 1951 when the ratio of exports 
to imports was 68 and 77 per cent, respectively. However, 
the fact that total exports in the three months Setpember- 
November 1952 were 150 million guilders below those 
in the corresponding period of 1951, whereas imports 
decreased by only 100 million guilders, is considered 
a significant indication of a less favorable trend. 
Sources: Aneta News Bulletin, New York, N. Y., Decem- 


ber 5, 1952; De Maasbode, Rotterdam, Nether- 
lands, December 19, 1952. 
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Sweden-U.S.S.R. Credit Agreement 

On December 9, the Swedish Riksbank closed the 
account for payments to Swedish exporters for deliveries 
to the U.S.S.R. under the 1946 credit agreement. Al- 
though Sweden had extended a credit of SKr 1 billion, 
only SKr 555 million has been used. When account is 
taken of the large price increases since 1946, which have 
necessitated important additions to the prices quoted in 
that year, less than half of the quantity of goods originally 
planned has been exported. 

Of the total of SKr 555 million that has been used, 
SKr 518 million covered deliveries of goods, SKr 19 mil- 
lion payments on Sweden’s Baltic claims, and SKr 18 
million payments on a credit extended in 1940. 

Repayment of this credit will start at the end of 1961 
and is to be completed six years later. The credit carries 
interest at 3 per cent, although for the first three years 
no interest was charged. The effective average annual 
interest rate will be 234 per cent. 

The credit agreement contained detailed lists of prod- 
ucts which Sweden would export, but the extent to which 
the U.S.S.R. has used the credit differs for the various 
commodity groups. While the agreement earmarked 
SKr 200 million for 300 steam locomotives, none has 
been purchased; only SKr 4 million worth of mining 
equipment has been purchased, although the agreement 
specified SKr 200 million. 

Source: Sverige-Nytt, Stockholm, Sweden, December 16, 
1952. 
Sweden’s Claims on Argentina 

According to the Swedish newspaper Dagens Nyheter, 
Swedish claims on Argentina, which amounted to about 
SKr 277 million at the end of 1951, have dropped below 
SKr 120 million (US$23 million). The decline has 
resulted from the price equalization arrangement estab- 
lished in December 1951 for all Swedish exports to and 
imports from Argentina (see this News Survey, Vol. IV, 
p. 358) and certain triangular transactions. 

In the first three quarters of 1952, the value of Sweden’s 
imports from Argentina was SKr 156 million, and 
Swedish exports to Argentina were SKr 106 million. 
Source: Sverige-Nytt, Stockholm, Sweden, December 16, 

1952. 
Settlement of Icelandic Strike 

The Icelandic general strike, which started on Decem- 
ber 1 (see this News Survey, Vol. V, p. 200), was settled 
on December 20. The main point of the settlement is 
that, by increasing government subsidies on prices of 
certain consumers’ goods, the cost of living index has 
been lowered from 163 to 158 (March 1950 = 100). 
Certain other measures are to be taken by the Govern- 
ment, among them a lowering of freight rates for the 
transport of goods to Iceland from abroad. 

Sources: Svenska Dagbladet, Stockholm, Sweden, De- 
cember 20 and 21, 1952. 






Amortization of Italy’s Sterling Balances 

An agreement has now been made public by Italy and 
the United Kingdom concerning the amortization of 
Italy’s existing sterling balances. By July 1950, when 
EPU operations were begun, Italy had accumulated 
sterling balances of some $165.2 million. About $42.5 
million of these balances were used during the initial 
period of EPU operations when Italy incurred a deficit 
within the Union. After this initial phase, however, 
Italy’s “existing resources” in sterling balances remained 
stable at an equivalent of $124.3 million, as no further 
use of them was required because of Italy’s persistent 
over-all surplus within the EPU. 


Under the recent agreement, this Italian credit is 
divided into two equal parts. The first, called the “un- 
conditional share,” will be paid by the United Kingdom 
to Italy via EPU in equal monthly installments of $2.59 
million over a period of 24 months, beginning Septem- 
ber 1, 1952. The other share, which may be called the 
“conditional share,” will be similarly channeled into the 
EPU system but the monthly payments by the United 
Kingdom will be determined on the basis of its position 
within the EPU. This means that monthly payments will 
be the same as for the “unconditional share” ($2.59 mil- 
lion) only when the United Kingdom is in a creditor 
position with EPU or in a debtor position to the extent 
of less than 20 per cent of its quota. When its debtor 
position is between 20 and 40 per cent of its quota, the 
U.K. “conditional share” payment will be four fifths of 
$2.59 million a month, and so on for each additional 
20 per cent. When the U.K. debtor position passes the 
100 per cent limit, no payments will be made on account 
of this second share. 

For Italy, the advantage of the new agreement is that 
her old resources in sterling will gradually be mobilized. 
The exhaustion of her creditor position within EPU will 
be slowed down, and it will be easier for her to maintain 
her present policy of a 98 per cent liberalization of 
imports. The loss which Italy would incur, in the event 
of a future devaluation of sterling, will be reduced to 
that part of “existing resources” not yet transferred to 
Italy’s credit with EPU. (All credits with EPU enjoy the 
exchange rate guarantee.) On the other hand, Italy’s 
sterling balances no longer will be available as existing 
resources for covering an over-all deficit with EPU. In 
addition, the “conditional share” system is likely, in 
view of the present U.K. situation within EPU, to delay 
the complete transfer of the sterling balances beyond the 
two-year limit. 

Sources: Agence Economique et Financiére, Paris, 
France, December 16, 1952; 24 Ore, Milan, 
Italy, December 18, 1952; Economic News 
from Italy, New York, N. Y., December 19, 1952. 
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Greek External Accounts 
During the first four months of the fiscal year 1952-53 
(July-October 1952), the Greek balance of payments 
deficit decreased sharply, to the equivalent of US$6.3 mil- 
lion, from $63.7 million in the corresponding period of 
fiscal 1951-52. Total imports, at $60.1 million in July- 
October 1952, were $37.9 million, or 38.6 per cent, below 
those in the same period of 1951, and invisible payments 
also dropped considerably. Proceeds from exports and 
invisibles increased by $7.8 million, or 16 per cent. Total 
utilized MSA aid is reported at $7.6 million, contrasted 
with $62.2 million in July-October 1951. 
Source: To Vima, Athens, Greece, December 18, 1952. 


Middle East 


Currency and Exchange in Eritrea 
Effective October 1, 1952, the Ethiopian dollar became 

the legal tender currency of Eritrea, and the State Bank 

of Ethiopia is now the only authorized dealer in foreign 

exchange for the Federation. 

Source: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, London, England, Oc- 
tober 1952. 


Tourism in Lebanon 

The number of tourists in Lebanon in the summer of 
1952 totaled 20,237, compared with 24,000 in 1951. The 
decline is attributed mainly to the unsettled political 
situation in Egypt. About half of the tourists usually 
come from Egypt. 
Source: Le Commerce du Levant, Beirut, Lebanon, 

December 10, 1952. 


Cotton Export Duty in Pakistan 

Pakistan has abolished the export duty on the 1950-51 
cotton stocks remaining with the Cotton Board. This 
cotton had been purchased by the Board at officially 
set minimum prices. Henceforth, only long-staple cotton 
from the 1951-52 and 1952-53 crops will be subject to 
the export duty of PRs 90 per bale of 400 pounds. All 
short-staple cotton was exempted from the duty in Sep- 
tember 1952 (see this News Survey, Vol. V, p. 105). 
The new measure has been taken to ease the glut in the 
local cotton market. 
Source: The Financial Times, London, England, De- 

cember 15, 1952. 


Pakistan's Jute Trade 

Under the Pakistan-India trade agreement of February 
1951, India was to import from Pakistan, during the 
period July 1, 1951 to August 7, 1952, about 2.5 million 
bales of jute. Actually India imported only 1.38 mil- 
lion bales. Jute is not included in the new trade agree- 
ment signed in August 1952 (see this News Survey, 
Vol. V, p. 53). 
Source: Dawn, Karachi, Pakistan, December 17, 1952. 
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Far East 


Land Reform in India 

With the legal validation, in December, of land reform 
in Madhya Bharat, more than half the territory of India 
has been rid of the feudalistic zamindari system of land 
tenure. The land reform measures passed by the vari- 
ous states, while varying considerably, have in common 
state acquisition of the rights of the landlords with com- 
pensation as required by the Indian constitution (which, 
however, in this respect does not apply to Kashmir). 
In some states tenants may purchase transferable rights 
to their property. Tenants are freed from certain cus- 
tomary obligations which had been exacted in addition 
to rent, and are given security of tenure. Except in 
Kashmir (which has made no provision for compensa- 
tion) and Madras, landlords are to be paid a multiple of 
their net income from the property acquired by the state. 
The multiple varies inversely with the amount of the 
net income (defined in various ways) and ranges from 
roughly 2 to 20. In Madras, compensation is based on 
the assessed value of similar ryotwari (peasant owner) 
property rather than on current rental income of land- 
lords. In all cases, landlords may retain land which had 
been for their personal use. In addition, they are gener- 
ally given “rehabilitation” grants. Compensation is 
usually in the form of a small cash payment, with the 
balance in nonnegotiable bonds or annuities running to 
about 30 years and bearing about 2% or 3 per cent 
interest. The additional revenue which will accrue to 
the states because of the removal of the landlords will 
enable them to amortize the debts incurred as com- 
pensation. 
Source: Embassy of India, Indiagram, Washington, 

D. C., December 8, 1952. 


Thailand’s Rice Exports in 1953 

The Ministry of Agriculture of Thailand has estimated 
that rice exports in 1953 will be 1.2 million tons, com- 
pared with an estimated 1.5 million tons for 1952. The 
lower 1953 figure is due to the damage from floods and 
insects before the harvest which began in December. 


Source: Far East Trader, New York, N. Y., December 24, 
1952. 


Taiwan-Japan Trade Agreement 
The first postwar Sino-Japanese trade agreement, which 
provides for annual trade equivalent to US$75 million 
each way, was signed in Tokyo on December 13. Under 
this pact, Taiwan’s exports to Japan will be mainly sugar, 
rice, bananas, coal and coke, and salt. Japanese ship- 
ments to Taiwan will include chemical fertilizers, wheat 
flour, machine tools, vehicles, and pharmaceuticals. 
Source: Chinese News Service, Press Release, New York, 
N. Y., December 16, 1952. 
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Indonesian Government Finances 

In an advance release of the 1953 budget to be sub- 
mitted to the Indonesian Parliament, the Indonesian 
Finance Minister disclosed that the budget will show a 
deficit of Rp 1,794 million, which is about Rp 2 billion 
less than the 1952 deficit. The anticipated heavy reduc- 
tion will result primarily from a proposed curtailment of 
government spending. The estimated income for 1953 
is about Rp 7.3 billion, against about Rp 11.8 billion in 
1952. 

The abolition of the “foreign exchange certificate” sys- 
tem in February 1952 led to a revenue loss of approxi- 
mately Rp 2 billion; against this amount only Rp 700 
million was available under the new “inducement certifi- 
cate” sysiem. A substantial cut in income taxes also 
caused a reduction of revenues in 1952. 

Source: Information Office of the Republic of Indo- 
nesia, Report on Indonesia, New York, N. Y., 
December 17, 1952. 


Indonesian Copra Situation 
Indonesian copra exports dropped to about 271,000 
metric tons in the 11 months January-November 1952, 
from about 465,000 tons in 1951. The main reason for 
the decline was a sharp reduction in copra output caused 
by a sharp fall in prices, and a decrease from 1951 levels 
in the amount of “inducement” goods available. Further- 
more, home consumption of copra—by oil factories— 
increased substantially from 69,000 metric tons in 1951 
to about 120,000 tons in January-November 1952. 
Source: Information Office of the Republic of Indonesia, 
Report on Indonesia: Economic and Trade Notes, 
New York, N. Y., December 17, 1952. 


United States and Canada 
U.S. Farm Prices 

Prices of U.S. agricultural products declined by 11 per 
cent in 1952. The sharpest fall, about 21 per cent, was 
in the price of cotton; corn prices dropped by 16 per 
cent, and wheat by 5 per cent. Farm prices were 96 
per cent of parity in mid-December, the lowest parity 
level since April 1950, and wheat and corn were selling 
below the price at which the law requires government 
support operations. The declines in prices reflect near- 
record production coupled with falling exports. 

Prices may fall further in 1953. Present prospects are 
for continued large crops, and the carry-overs of major 
crops are larger than a year ago. Export demand is 
expected to continue to contract, as a result of larger 
crops abroad and limited U.S. dollar reserves. 

Source: The Journal of Commerce, New York, N. Y., 
December 31, 1952. 


Canadian Economy in 1952 
There was a general reduction of inflationary pressures 
in Canada during 1952, which permitted some modifica- 


tion of the counterinflationary tax and credit policies 
introduced in earlier years. Defense procurement, invest- 
ment expenditures, and exports continued to increase. 
The specialized facilities required for the large-scale 
production of heavy defense equipment were set in place, 
so that the flow of materiel should become important in 
1953 and 1954. Capital investment in 1952 probably 
reached $5.2 billion, an increase in real terms of about 
8 per cent over 1951. Within this program there has 
been a continuing shift toward an expansion of basic 
industrial capacity and strategic resources, and away 
from the consumer goods and service sectors. The heav- 
iest investment was in hydroelectric power, petroleum and 
natural gas, metals, wood products, and heavy chemicals. 

The value of exports reached the record figure of 
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about $4.25 billion, and the volume was more than 12 per 
cent above that in 1951. The largest increases were in 
such traditional export products as wheat, newsprint, 
and base metals. Export prices fell only slightly. While 
the volume of imports was about the same as in 1951, 
there was a sharp fall in import prices so that the value 
was below the 1951 level. These changes resulted in a 
trade surplus, in contrast to the deficit in 1951. This 
was a contributory cause of the continued appreciation 
of the Canadian dollar during 1952. The pattern of 
Canadian trade has shown a marked change since 1950, 
when the United States was responsible for approximately 
two thirds of both Canadian imports and exports. In 
contrast, during the first nine months of 1952, the United 
States supplied almost three fourths of Canadian imports 
but provided a market for little more than half the exports. 

There was some reduction of inventories in 1952, and 
output of consumer durables, textiles, and housing was 
reduced, although activity in these lines was revived dur- 
ing the later months. While the index of industrial pro- 
duction for the first five months was below the 1951 
level, it is estimated that output for the entire year was 
above 1951. 

The fall in import prices, supplemented by a reduction 
of some agricultural prices, led to a decline in wholesale 
prices and some decreases in the cost of living index. 
With high employment and rising wage rates, labor in- 
come reached record levels; moreover, since consumer 
prices fell somewhat, there was an increase in the real 
purchasing power of urban workers. Farm incomes were 
again high. 

Source: Department of Trade and Commerce, Press Re- 
lease, Ottawa, Canada, December 29, 1952. 


Latin America 


New Taxes in Cuba 

The Cuban Government established a number of new 
taxes by Decree 613-of December 24, 1952. The most 
important are an import tax for autmobiles, equivalent 
to US$0.60 per horse power, and a tourist tax of 20 
pesos (1 peso=US$1.00), to which all persons (Cuban 
or foreign) leaving the country for periods exceeding 
15 days will be subject. New taxes were also established 
on payments of dividends, excess profits, gross profits, 
etc. Since taxpayers objected strenuously to some of the 
new taxes, the Government on December 28 agreed to 
revise the decree. 
Sources: La Prensa, New York, N. Y., December 25 and 

29, 1952. 

Guatemala’s 1951-52 Coffee Crop 

Guatemala’s coffee production during the crop year 
ended September 1952, which amounted to 1.6 million 
quintals, was the largest on record. It exceeded the large 
1949-50 crop by 100,000 quintals. The increase is attrib- 
uted largely to an increase in the number of fruit-bearing 


trees. Under the stimulus of rising prices, new plantings 
were undertaken five years ago and they: have now reached 
maturity. 

The price obtained for Guatemalan coffee remained 
relatively stable during the year and did not vary sig- 
nificantly from the average price of 54.33 quetzales per 
quintal received for the 1950-51 crop. Exports from the 
1951-52 crop are estimated at 1.3 million quintals, valued 
at 70 million quetzales (about US$70 million). 
Source: Carta Mensual del Banco de Guatemala, Guate- 

mala City, Guatemala, October 1952. 


Textile Import Quotas in Venezuela 

The Government of Venezuela has fixed an import 
quota for textiles of 4,250,000 kilograms for the year 
1953. This figure was agreed upon after discussions 
with the Merchants Association and the Industrialists 
Association. Textile producers claimed that the 36 per 
cent reduction in output between 1945 and 1951 was 
due to the high import quotas. The 1951 import quota 
was 5,000,000 kilograms, and for 1952 it was set at 
2,500,000. Production in 1952, however, did not increase, 
so that an extra quota of 500,000 kilograms was allo- 
cated for the last quarter of the year. 
Source: El Universal, Caracas, Venezuela, December 19, 

1952. 


Brazilian Cotton 

Although it will mean a loss, Brazil has decided to 
sell, at world prices, some of its 1952 cotton crop. About 
a million bales of cotton have been accumulated. It is 
estimated that the price paid by the Brazilian Govern- 
ment was about US$0.58 a pound, compared with the 
present world price of about US$0.30. The Bank of Brazil 
proposed that the cotton be sold to private interests for 
export on a five-year credit basis at 3 per cent per annum, 
whereas the Ministry of Finance proposed to sell the 
cotton in the world market. The latter plan was supported 
by the Superintendency of Currency and Credit in a 3 to 
2 vote. Brazil’s cotton exports in 1952 fell to 37,000 
metric tons, from 147,000 tons in 1951. 
Source: The Wall Street Journal, New York, N. Y., Janu- 

ary 6, 1953. 


Peruvian Exchange System 

At the meeting of the Inter-American Council for Com- 
merce and Production in Lima, the Peruvian delegation, 
in a paper on inflation and the elimination of exchange 
controls, examined some of the factors held to be signifi- 
cant in Peruvian credit and exchange policy. The paper 
emphasized the connection between inflation and balance 
of payments problems, and maintained that in some coun- 
tries the disequilibrium between the internal purchasing 
power of the currency and the rate of exchange main- 
tained by controls had become so great that a sudden 
elimination of controls could not be recommended. Con- 


trols could, however, be gradually eliminated, and eco- 
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nomic jolts and social problems avoided by adopting 
measures similar to those applied in Peru. These measures 
include control of inflation; freeing part of the export 
receipts from the surrender obligation at the official 
exchange rate and allowing it to be negotiated freely in 
the form of exchange certificates; classifying imports in 
three groups, those coming in at the official rate, those 
at the free rate, and those that are prohibited; pro- 
gressively increasing the proportion of receipts that 
can be negotiated freely: through certificates; permitting 
free transactions in invisibles; and, finally, abolishing 
the official rate, so that all export receipts would go 
through the free certificate market. It was emphasized 
that control of inflation was an indispensable condition 
for the success of these measures. The exchange rate 
should be determined by the free play of supply and 
demand forces because there is no way of predicting 
what the equilibrium rate will be, once the economy has 
readjusted itself, and because the international situation 
can vary. The fixing of a new rate should wait until the 
free rate has shown a sufficient degree of stability during 
a given period of time. 

Source: Camara de Comercio de Lima, Boletin Semanal, 

Lima, Peru, November 26, 1952. 


Other Countries 
Australian Wool Sales 
Sales of Australian wool in the first five months of the 
season to November 30 realized £A 142.3 million, com- 
pared with £A 126.7 million in the corresponding period 
of the preceding season, the National Council of Wool 
Selling Brokers has announced. The quantity sold was 
1,426,665 bales, against 1,289,074 a year earlier. The 
average price realized for greasy wool during the five 
months of 1952 was 78.04 pence per pound, compared 
with 78.96 pence in the same period in 1951, and for 
scoured wool, 104.27 pence, compared with 108.37 pence. 
There has been greater freedom from sharp price fluc- 
tuations and from interruptions to the selling program 
than for several seasons past. The amount unsold in 
store on November 30 was 1,423,210 bales, against 
1,307,798 a year earlier. 
Sources: The Financial Times, London, England, De- 
cember 16, 1952; National Bank of Australasia, 
V ool Letter, Melbourne, Australia, December 23, 
1952. 
South African Balance of Payments 
Although the net inflow into the Union of South Africa 
of foreign capital from all sources was considerably less 
in the third quarter of 1952 than in the second quarter, 
the net current account deficit declined, so that the drain 
on the country’s gold and foreign exchange reserves de- 
creased slightly. Merchandise imports for the third 
quarter were £93 million, or £23 million below those of 
the preceding quarter; the total for the first nine months 


of the year was £31 million below the total of £354 mil- 
lion for the corresponding months of 1951. Merchandise 
exports (excluding gold bullion, gold products, and ships’ 
stores), at £62 million, were £3 million below those of 
the second quarter; for the nine-month period they were 
£201 million, slightly lower than in the same period of 
1951. When account is taken of net gold output and 
the deficit in respect of invisibles, the Union’s net cur- 
rent account deficit declined from £29 million in the first 
quarter to £28 million in the second and £11 million in 
the third; thus the deficit for the first nine months of the 
year was about £68 million, compared with £91 million 

for the same period in 1951. 

Preliminary estimates of the net inflow of private 
capital, including trade credits and drawings under 
uranium loans, indicate a decline to about £2 million 
in the third quarter; the net inflow in the first quarter 
was about £12 million, and in the second quarter about 
£21 million. Moreover, net receipts in the form of offi- 
cial loans were about £1 million in the third quarter, 
compared with about £8 million in the first quarter and 
£2 million in the second. The banks’ short-term foreign 
liabilities increased by about £1 million in the third 
quarter; for the nine-month period they totaled some 
£44 million, about the same as in the first nine months 
of 1951. 

Total gold and foreign exchange reserves declined in 
each quarter of 1952—£9 million in the first quarter, 
£8 million in the second, and £7 million in the third. 
The £24 million decline for the nine months was sub- 
stantially below the decline of £46 million in the corres- 
ponding period in 1951. 

Sources: South African Reserve Bank, Quarterly Bulletin 
of Statistics, Pretoria, Union of South Africa, 
December 1952; The Financial Times, London, 
England, December 15, 1952. 

Corrigendum 

Volume V, No. 25, December 19, 1952, item “India’s 
Revised Five-Year Plan”: The production figure for 


aluminum given in line 10 of the second paragraph 
should read “12,000 tons”. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 

















